§617.7315

qualified lender and held by the appli-
cant or borrower.

(1) Who may conduct an independent
collateral evaluation? The independent
collateral evaluation must be con-
ducted by an independent evaluator.
The CRC must provide the applicant or
borrower with a list of three inde-
pendent evaluators approved by the
qualified lender within 30 days of the
request for an independent collateral
evaluation. The applicant or borrower
must select and engage the services of
an evaluator from the list. The evalua-
tion must comply with the collateral
evaluation requirements of part 614,
subpart F, of this chapter. The quali-
fied lender must provide the applicant
or borrower a copy of part 614, subpart
F, for presentation to the selected
independent evaluator. A copy of part
614, subpart F, signed by the evaluator
is a required exhibit in the subsequent
evaluation report.

(2) When must an applicant or borrower
obtain the independent collateral evalua-
tion and who pays for the evaluation?
The applicant or borrower must enter
into a contractual arrangement for
evaluation services within 30 days of
receiving the names of three approved
independent evaluators. The contrac-
tual arrangement must be a written
contract for services that complies
with the lender’s appraisal standards.
The evaluation must be completed
within a reasonable period of time,
taking into consideration any extenu-
ating circumstance. The applicant or
borrower is responsible for the costs of
the independent evaluation.

(3) How does the CRC use an inde-
pendent collateral evaluation when mak-
ing a decision? The CRC will consider
the results of any independent collat-
eral evaluation before making a final
determination with respect to the loan
or restructuring, except the CRC is not
required to consider a collateral eval-
uation that does not conform to the

collateral evaluation standards de-
scribed in part 614, subpart F, of this
chapter.

(e) When must the CRC issue a deci-
sion? The CRC must reach a decision,
and it must be the final decision of the
qualified lender, not later than 30 days
after the meeting on the request under
review. The CRC must make every rea-
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sonable effort to conduct reviews and
render decisions in as expeditious a
manner as possible. After making its
decision, the committee must prompt-
ly notify the applicant or borrower in
writing of the decision and the reasons
for the decision.

§617.7315 What records must the
qualified lender maintain on behalf
of the CRC?

A qualified lender must maintain a
complete file of all requests for CRC re-
views, including participation in state
mediation programs, the minutes of
each CRC meeting, and the disposition
of each review by the CRC.

Subpart E—Distressed Loan Re-
structuring; State Agricultural
Loan Mediation Programs

§617.7400 What protections exist for
borrowers who meet all loan obliga-
tions?

(a) A qualified lender may not fore-
close on a loan because the borrower
failed to post additional collateral
when the borrower has made all ac-
crued payments of principal, interest,
and penalties on the loan.

(b) A qualified lender may not re-
quire a borrower to reduce the out-
standing principal balance of a loan by
any amount that exceeds the regularly
scheduled principal installment when
due and payable, unless:

(1) The borrower sells or otherwise
disposes of part, or all, of the collateral
without the prior approval of the quali-
fied lender and the proceeds from the
sale or disposition are not applied to
the loan; or

(2) The parties agree otherwise in
writing.

(c) After a borrower has made all ac-
crued payments of principal, interest,
and penalties on a loan, the qualified
lender may not enforce acceleration of
the borrower’s repayment schedule due
to the borrower’s untimely payment of
those principal, interest, or penalty
payments.

(d) If a qualified lender places a loan
in non-interest-earning status and this
results in an adverse action being
taken against the borrower, such as re-
voking any undisbursed loan commit-
ment, the lender must document the
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change of status and promptly notify
the borrower in writing of the action
and the reasons for taking it. If the
borrower was not delinquent on any
principal, interest, or penalty payment
at the time of such action and the bor-
rower’s request to have the loan placed
back into accrual status is denied, the
borrower may obtain a review of the
denial before the CRC pursuant to
§617.7310 of this part. The borrower
must request this review within 30 days
after receiving the lender’s notice.

§617.7405 On what policies are loan
restructurings based?

Loan restructurings must be made in
accordance with the policy adopted by
the supervising bank board of directors
under section 4.14A(g) of the Act.

§617.7410 When and how does a quali-
fied lender notify a borrower of the
right to seek loan restructuring?

(a) What are the notice requirements?
When a qualified lender determines
that a loan is, or has become, dis-
tressed, the lender must provide one of
the following written notices to the
borrower stating that the loan may be
suitable for restructuring.

(1) A notice stating that the loan has
been identified as distressed and that
the borrower has the right to request a
restructuring of the loan (nonfore-
closure notice).

(2) A notice that the loan has been
identified as distressed, that the bor-
rower has the right to request a re-
structuring of the loan, and that the
alternative to restructuring may be
foreclosure (45-day notice). The quali-
fied lender must provide this notice to
the borrower no later than 45 days be-
fore the qualified lender begins fore-
closure proceedings with respect to any
loan outstanding to the borrower. This
notice must specifically state that if
the loan is restructured and the bor-
rower does not perform under the re-
structure agreement (as described in
§617.7410(e)), the qualified lender may
initiate foreclosure proceedings with-
out further notice.

(b) What should each notice include? (1)
A copy of the policy the qualified lend-
er established governing the treatment
of distressed loans; and

§617.7410

(2) All materials necessary for the
borrower to submit an application for
restructuring.

(c) What notice should a qualified lend-
er send to a borrower who is a debtor in
a bankruptcy proceeding? The qualified
lender should send a notice that identi-
fies the loan as distressed and the stat-
utory right to file an application for a
restructuring. The notice may also re-
state the language from the automatic
stay provision to emphasize that the
notice is not intended as an attempt to
collect, assess, or recover a claim.

(d) Whom should the qualified lender
notify? The qualified lender is required
to notify all primary obligors. If the
obligors identify one party to receive
notices, the qualified lender should
send the original notice to that person
and send copies to the other obligors.
For borrowers in a bankruptcy pro-
ceeding, the qualified lender should
send the notice to the borrower and, if
retained, the borrower’s counsel.

(e) When is a qualified lender required
to send another restructure mnotice to a
borrower whose loan was previously re-
structured? A qualified lender must no-
tify a borrower of the right to file an-
other application to restructure the
loan if the qualified lender sent the
nonforeclosure notice to the borrower
and the borrower has performed on the
previous restructure agreement. Per-
formance means that a borrower has
made six consecutive monthly pay-
ments, four consecutive quarterly pay-
ments, three consecutive semiannual
payments, or two consecutive annual
payments. However, a qualified lender
is not required to send another notice
if they previously sent a 45-day notice,
as described in §617.7410(a)(2), and a
borrower did not perform under a re-
structure agreement, as described
above.

(f) Does the borrower have the oppor-
tunity to meet with the qualified lender
after receiving the restructure notice? The
qualified lender must provide any bor-
rower to whom a notice has been sent
with a reasonable opportunity to meet
personally with a representative of the
lender. The borrower and lender may
meet to review the status of the loan,
the financial condition of the borrower,
and the suitability of the loan for re-
structuring. A meeting to discuss a
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